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IA’s newest report examines the economic impact of digital trade on America’s
economy. The report found that digital trade is a major economic driver,
contributing hundreds of billions to exports and enabling more than a million jobs.

DIGITAL TRADE MEANS JOBS AND GROWTH IN EVERY STATE
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A Look At American Digital Exports

Executive Summary
Overview
Internet Association examined the economic contribution of the United States’ digital service exports in terms
of export volumes and jobs supported by those exports.
Findings
1. The U.S. digital service trade surplus was $196.1 billion in 2017, an increase of 5.6 percent from 2016
2. The U.S. digital service trade surplus accounted for 77 percent of the total U.S. service trade surplus
3. IA estimates that internet-enabled digital exports in 2016 supported approximately 161,000 internet
sector jobs from $66 billion in exports and an additional 1.43 million jobs in other industries from
$403.5 billion in exports.
4. These exports and jobs come from all 50 U.S. states.
Summary Table: U.S. ICT Service & Supported Jobs In 2016

510 196.1 66.1 161,000 403.5 1.43 million

Note: *Includes ICT Service Exports and Potentially ICT-enabled Service

Methodology

Internet Association utilized government data on digital trade volumes and calculated the number of jobs
supported through a methodology developed by ITA, which utilized National Employment Requirement
Tables. IA produced state-by-state estimates through weights based on states’ overall service export volumes
and overall internet sector productivity. IA calculated figures for the most recent data available, which was
2016.
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1. Introduction

The United States is the global internet and digital
content leader. Americans are enjoying a digital
revolution that has led to amazing products, lower
prices, and new jobs. We export all of this across the
globe, with digital trade now accounting for more
than 70 percent of all U.S. services exports. And
every sector of the economy benefits from this
leadership.

al=

Existing U.S. law and
policies are central
to our digital success
and leadership.

That didn't just happen.
Existing U.S. law and policies
are central to our digital
success and leadership. Our
technology leadership is the
envy of the world, but depends
upon —and was built by — the
U.S. digital policy framework.

International trade in digital goods and services has
increased steadily over the past 15 years, mirroring
the rise of the internet as a major economic sector.
Through both facilitation of ‘traditional’ products and
through entirely new classes of goods and services,
digital trade has become a quintessential component
of the U.S. economy.

The Bureau of Economic Analysis (BEA) estimates
that information communications technology (ICT)
service exports (digital service exports) totaled
approximately $70.9 billion and potentially ICT-
enabled service exports (potentially digitally-enabled
service exports) totaled approximately $439.1
billion as of 2017 (BEA, 2017). In 2016, the totals
were approximately $66.1 billion and potentially
ICT-enabled service exports totaled approximately
$403.5 billion (BEA, 2016). The most recent national
requirement table is from 2016 and, therefore, IA
can only calculate jobs figures from 2016 and not
2017.

The analysis and evidence presented in this report,
the first of its kind to estimate the number of jobs
supported by digital trade, demonstrates that these
exports directly contributed approximately 161,000
jobs to the U.S. economy while also supporting
another 1.43 million jobs in 2016. Furthermore, 60
percent of these jobs are in ‘traditional’ industries
that the internet has helped bolster in recent years

and they are found in every U.S. state. Simply put,
digital trade is a quintessential part of the internet
sector’s success and the overall American economy.

2. Trade In The 21t Century

Digital trade is defined as commerce in “products
and services delivered via the internet” (USITC,
2013). Economists at the U.S. Economic Statistics
Administration describe ICT service exports

as, “services that can be delivered almost
instantaneously online at a relatively small cost”
(Nicholson, 2016a). This is unique from ICT goods,
which require ‘physical delivery’.

The current paper works under the assumption (and
Commerce Department guidance) that ICT service
exports and potentially ICT-enabled service exports
are generally the same as digital exports.* While not
completely synonymous and likely insufficient in their
comprehensiveness, these two metrics offer an
accepted starting point for understanding how digital
trade impacts America’s economy and its labor force.

als

...as of 2011, digital trade
from the U.S. added
between approximately
$517 to S710 billion to
our GDP from exports of
approximately $63.2 billion
in ICT services.

The USITC (2013b)
calculated that as of
2011, digital trade from
the U.S. added between
approximately $517

to $710 billion to our
GDP from exports of
approximately $63.2
billion in ICT services.?
Since 2011, ICT service
exports have increased
by 4.6 percent and, since
2013 (the oldest year
available), potentially
ICT-enabled service exports have increased by 6.2
percent (see Figure 1). That contribution represents
from a favorable position for the United States — a
trade surplus of $24.2 billion in ICT service exports
and $159.5 billion in potentially ICT-enabled service
exports as of 2016. In 2017, that combined surplus
totaled approximately $196.1 billion.

1 The focus of IA in the current paper is on digital services, rather than goods. IA knows that the internet facilitates digital trade in goods with
a strong portion coming from companies in the internet industry. However, given the inability to distinguish in government datasets between
goods trade from internet companies versus traditional companies using the internet, IA focuses on the conceptually ‘cleaner’ service metric.

2 Data for potentially ICT-enabled service exports extends back only to 2013.
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Fig 1. U.S. Digital Exports, 2006-2017
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Source: Author’s elaboration; data from US Bureau of Economic Analysis

There are clear measurement issues related to

the use of national account and other national
productivity metrics that many economists believe
cause undercounting in digital economy metrics.
Digital trade figures are no exception, meaning that
there is a strong likelihood that the full picture of
digital trade has yet to be captured. It is beyond the
scope of the current paper to offer a full discussion
on these issues, but it’s important to point out for
readers. National data methods aside, the digital
trade in services metrics of BEA demonstrate strong
growth over the period between 2006-2017.

3. The Benefits Of Digital
Trade

Allindustries — and businesses of all sizes — reap the
rewards of our digital leadership. Small businesses
and entrepreneurs in every state and every
community use the internet to sell and export across
the globe. Internet-connected small businesses are
three times as likely to export and create jobs, grow
four times more quickly, and earn twice as much
revenue per employee. Digital trade is not simply
about the internet industry. The data from BEA
demonstrate a positive picture for the general
economy from digital exports, both for the U.S. and
other digital exporters.

The paper demonstrates this utilizing paired annual
estimates for 2006 through 2015 to compare digital
service exports from the United States to other
countries globally and digital service imports to the
United States from its trading partners (respectively)
with general economic indicators.® Specifically, the
paper compares these metrics with net income per
capita and GDP per capita (PPP) as well as with mean
tariff rate and with each other (exports with imports)

in Figures 2 and 3.

The simple analysis shows there
are strong positive correlations
between digital trade and the
economic welfare of a country.
The figures also show a positive
correlation of digital imports
and exports indicating the two
are likely complementary, while
higher tariff rates reduce digital
trade, as expected. There are, of course, limited
conclusions that can be drawn from this exercise,*
but the correlations do seem to confirm the general
economic benefits of digital trade. This simple
documentation alone is an important step.

3 For example, the paper pairs U.S. ICT service exports in 2010 with Net Income Per Capita in 2010.

4 The technological sophistication inherent in digital services clearly implies that they will be concentrated in developed economies. The
positive correlation in income measures and digital service exports is expected and does not reveal much in terms of the relative benefits of
digital trade among developed countries or how digital trade barriers may affect those benefits.
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Fig 2. ICT Service Exports From The United States
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Fig 3. ICT Service Imports Into The United States
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The paper utilizes a methodology developed by
4q. D|g|ta| EXportS & Jobs the International Trade Administration (ITA) in the
U.S. Department of Commerce (see Rasmussen,
The volume of digital trade is clearly significant and 2016) to calculate jobs supported by U.S. digital
the benefits of it are readily apparent, but current exports. First, the paper identifies the appropriate
measurements remain largely abstract. Furthermore,  industry codes for the internet sector according to
they may simply lead to more questions around who IA’s core identification methodology in the National
benefits from digital trade. To make the figures more Employment Requirement Tables.® Second, the
appreciable and in an attempt to better answer those  paper calculates the aggregate multiplier (for the
questions, the paper turns to measuring the jobs number of jobs supported by output/export volume)
created in the U.S. by digital trade. for the internet industry. The paper also calculates
the internal multiplier (i.e. that which applies to jobs
created within the internet industry directly) and

5 At the time of writing, the most recent employment requirement matrix table was for 2016 data. Consequently, while trade export data were
available for 2017, the author was unable to calculate jobs supported for 2017.
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the external multiplier (i.e. that which applies to
indirect jobs created without the internet industry in
‘traditional’ industries). The paper assumes that ICT
service exports correspond to the internal multiplier
and that potentially ICT-enabled service exports
correspond to the external multiplier.®

Using this approach, the paper estimates that
161,000 American jobs come from U.S. digital
exports while approximately 1.4 million additional
jobs come from potentially ICT-enabled service
exports in 2016. Table 1 summarizes.

Table 1: U.S. ICT Service & Supported Jobs In 2016

ICT Service Exports 2016

Potentially ICT-Enabled Service Exports 2016

$ USD

Total 66.1 161,000 403.5 1.43 million

Note: Author assumes that ICT Service Exports represent the direct internet sector (as defined by IA) component of the National Employment
Requirement Tables multiplier while Potentially ICT-Enabled Service Exports represent the indirect (i.e. non-internet sector) component of the

National Employment Requirement Tables multiplier. See BLS (2017), Rasmussen (2016), and BEA (2017) for additional details.

Finally, the paper also produces estimates for the
digital exports of each state in the U.S. using a

weighting index based on overall service exports and

internet sector productivity in each state. The paper

Table 2: State Digital Export Estimates In 2016

ICT service export
volume estimate
(000,000s)

Alabama

Potential ICT
exports volume

estimate
(000,0005s)

$5,019

presents estimates for digital service exports and
jobs supported by those exports in Table 2. These are
the first state-by-state digital trade estimates.

Potential ICT
exports —
supported jobs
estimate (000s)

ICT service exports
— supported jobs
estimate (000s)

Alaska $174 $1,063 0.4 3.8
Arizona $1,108 $6,766 2.7 24.0
Arkansas $419 $2,559 1.0 9.1
California $8,868 $54,120 21.6 191.6
Colorado $954 $5,823 2.3 20.6
Connecticut $830 $5,065 2.0 179
Delaware $228 $1,394 0.6 49
District of $178 $1,087 0.4 3.8
$3,092 $18,870 7.5 66.8
Georgia $1,991 $12,150 4.8 43.0
Hawaii $173 $1,060 0.4 3.8
$215 $1,312 0.5 4.6
Illinois $2,690 $16,419 6.5 58.1
Indiana $1,260 $7,689 3.1 27.2
$556 $3,397 1.4 12.0
$548 $3,345 1.3 11.8

¢ To clarify, the combined multiplier for the internet sector industries is approximately 6.0. This means that for every $1 million of exports
from the U.S. in these industries, approximately 6 jobs are directly supported. Using the NER matrix, approximately 40 percent of the multiplier
applies to the internet industries themselves (the internal multiplier portion) while approximately 60 percent applies to non-internet industries,

such as trucking (the external multiplier portion).
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Kentucky $949 $5,796 2.3 20.5
Louisiana $1,470 $8,975 3.6 31.8
Maine $175 $1,070 0.4 3.8
Maryland $1,000 $6,102 2.4 21.6
Massachusetts $1,352 $8,251 3.3 29.2
Michigan $2,014 $12,295 4.9 43.5
Minnesota $1,025 $6,259 2.5 22.2
Mississippi $455 $2,781 1.1 9.8
Missouri $919 $5,610 2.2 19.9
Montana $105 $643 0.3 2.3
Nebraska $327 $1,998 0.8 7.1
Nevada $451 $2,753 1.1 9.7
New Hampshire $239 $1,459 0.6 5.2
New Jersey $1,895 $11,564 4.6 409
New Mexico $229 $1,398 0.6 5.0
New York $4,600 $28,071 11.2 99.4
North Carolina $1,460 $8,910 3.5 31.5
North Dakota $166 $1,016 0.4 3.6
(0],116) $2,149 $13,115 5.2 46.4
Oklahoma $409 $2,500 1.0 8.9
Oregon $737 $4,497 1.8 15.9
Pennsylvania $2,205 $13,456 5.4 47.6
Rhode Island $166 $1,015 0.4 3.6
South Carolina $1,076 $6,568 2.6 23.3
South Dakota $115 $704 0.3 2.5
Tennessee $1,292 $7,887 31 279
Texas $8,560 $52,238 20.8 184.9
Utah $583 $3,559 1.4 12.6
Vermont $132 $806 0.3 2.9
Virginia $1,531 $9,342 3.7 33.1
Washington $2,913 $17,777 7.1 62.9
West Virginia $256 $1,565 0.6 5.5
Wisconsin $978 $5,973 2.4 21.1
Wyoming $76 $465 0.2 1.6

Note: Jobs estimates rounded to nearest 100; estimates produced for 2016, rather than 2017, because of the year of observation for IA’s
internal weights, which the author used to produce these estimates.
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5. Conclusion evidence shows that the approximate $470 billion
in digital service exports from the U.S. creates over

Economists and trade proponents have too often 1.5 million jobs. Further research must be done, but
ignored the very real impacts of the opening of this report has laid a groundwork considering the
borders and other traditional industries to global limitations in data. In the interim, the evidence in this
markets. However, it is crucial that we do not blindly paper should serve as proof to policymakers that an
apply historical lessons to industries of the future open trade environment is crucial to U.S. jobs, the
without consideration of evidence. The internet U.S. economy, and U.S.digital industries.
industry in the U.S. enjoys a massive competitive
advantage and is a driving force of America is the global internet and
the U.S. economy. Consequently, digital content leader and this
it produces a strong, positive 6 6 leadership helps create jobs. The
trade balance for the U.S. and U.S. must actively promote this
helps other industries thrive. The evidence shows that policy framework and diligently

the approximate $470 defend our digital laws at home

and abroad to ensure future
success.

This paper offers the first T . -~ .
estimates for the number of jobs billion in digital service

supported by digital exports from exports from the US _
the U.S. and the first estimates ~ creates over 1.5 million jobs.

on a state-by-state basis. The
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We are the unified voice of the internet economy
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Internet Association is the only trade association that exclusively represents leading global internet companies on matters of
public policy. Our mission is to foster innovation, promote economic growth, and empower people through the free and open
internet. We believe the internet creates unprecedented benefits for society, and as the voice of the world’s leading internet
companies, Internet Association works to ensure legislators, consumers, and other stakeholders understand these benefits.



